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In statements before the American Enterprise Institute on Sept. 14, Treasury Deputy Secretary
Peter McPherson said that less developed countries (LDCs) should no longer receive exceptions
from international trade rules. According to McPherson, policies of the General Agreement on
Tariffs and Trade (GATT) that permit developing nations to maintain protectionist barriers have
failed. The GATT "special and differential treatment" policies, said McPherson, were intended
to provide LDCs with an opportunity to pursue policies encouraging infant industries, or import
substitution industrialization. However, he said, that principle was based on the assumption
that trade protection promotes development, an assumption that "experience has thoroughly
discredited." McPherson argued that GATT should permit developing countries to use import
quotas only in crisis situations. Next, GATT should no longer permit LDCs to maintain trade
barriers even in cases when they obtain better access to other markets. This policy is called "nonreciprocity." Next, the deputy secretary stated that decades of special exemptions had removed
LDCs from GATT obligations: "Developing countries are members of GATT but, for many, their
membership is without substance." Singapore and Hong Kong demonstrate that protectionism is
not necessary for development, since both have opened their markets to competition and thereby
have become prosperous, said McPherson. A member of the audience pointed out that until
recently, Japan practiced protectionism and became even more prosperous. McPherson responded
by saying that Japan is unique, and thus cannot effectively serve as a model for other nations. In
any event, he added, the major reason protectionism cannot succeed at present is because "the
world is not prepared to tolerate it any more." During a panel discussion prior to McPherson's
remarks, Singapore Ambassador to the US, Tommy Koh, said the world's major industrialized
countries should acknowledge their own exceptions to the GATT. He pointed out that these nations
have implemented scores of agreements limiting imports of shoes, steel, electronics, textiles and
farm products. Such agreements, he added, are intended to be temporary, but usually become
permanent. The greatest threat to GATT, said Koh, is the tendency of the rich nations to approach
trade problems one at a time, industry by industry. He also questioned the merits of McPherson's
proposal: if GATT does not offer "special and differential treatment" to developing nations, what
incentive would they have to participate at all?
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